
STATE OF CALIFORNIA 
Budget C h a n g e Proposal - Cover Shee t 
DF-46 (REV 08/15) 

Fiscal Year Business Unit Department Priority No. 
2016-17 7760 General Services 

Budget Request Name Program Subprogram 
7760-003-BCP-BR-2016-GB 6330 - STATEWIDE SUPPORT 6330028 - RISK & INSURANCE 

S E R V I C E S MANAGEMENT 

Budget Request Description 
Equipment Maintenance Management Insurance Program 

Budget Request Summary 
The Department of General Services, Office of Risk and Insurance Management is requesting a permanent 
increase in expenditure authority of $231,000 Service Revolving Fund and two permanent Assistant Risk 
Analyst positions. This request is to convert the current two limited-term positions, expiring on June 30, 2016, to 
permanent positions in order to continue to provide the necessary support to sustain and expand the Equipment 
Maintenance Management Insurance Program. 

Requires Legislation 

• Yes No 

Code Section(s) to be Added/Amended/Repealed 

Does this BCP contain information technology (IT) 
components? • Yes I3 No 

If yes, departmental Chief Information Officer must sign. 

Department CIO Date 

For IT requests, specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the Department of Technology, or previously by the Department of Finance. 

• FSR • SPR Project No. Date: 

If proposal affects another department, does other department concur with proposal? • Yes • No 
Attach comments of affected department, signed and dated by the department director or designee. 
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BCP Fiscal Detail Sheet 
BCP Title: Equipment Maintenance Managentent Insurance Program DP Name: 7760-003-BCP-DP.2016-GB 

Budget Request Summary ^^18 
CY BY BY+1 BY+2 BY+3 BY»4 

Positions - Pemianent 0.0 2.0 2.0 2.0 2.0 2.0 
Total Positions 0.0 2.0 2.0 2.0 2.0 ZO 

Salaries and Wages 
Earnings - Pemianent 0 103 103 103 103 103 

Total Salaries and Wages »> $103 $103 $103 $103 $103 

Total Staff Benaffe 0 54 54 64 54 54 
Total Personal Services $0 $167 $157 $157 $167 $167 

Operating Expenses and Equipment 
29 5301 - General Expense 0 29 29 29 29 29 

5302 - Printing 0 2 2 2 2 2 
5304 - CommunicaUons 0 3 3 3 3 3 
5306 - Postage 0 1 1 1 1 1 
5320 - Travel In-State 0 1 1 1 1 1 
5322 - TraMng 0 1 1 1 1 1 
5324 - FacUitlas Operation 0 24 24 24 24 24 
5326 - Utilities 0 6 6 6 6 6 
5346 - Information Tectinology 0 7 7 7 7 7 

Total Operating Expenses and Equipment w $74 $74 $74 $74 $74 

Total Budget Requrrst $0 $231 $231 $231 $231 $231 

Fund Summary 
Fund Source - State Operations 

0666 - Service Revolving Fund 0 231 231 231 231 231 

Total State Operations Expenditures $0 $231 $231 $231 $231 $231 

Total All Funds $0 $231 $231 $231 $231 $231 

Program Summary 
Program Funding 

6330028 - Risk and Insurance Management 0 231 231 231 231 231 
9900100 - Administration 0 23 23 23 23 23 
9900200 - Administration - Distributed 0 -23 -23 -23 -23 -23 

Total All Programs $0 $231 $231 $231 $231 $231 



B C P Title: Equipment Maintenance Management Insurance Program DP Name: 7760-003-BCP-DP-2016-GB 

Personal Services Details 

Total Personal Services 

Salary Information 
Positions 

VROO - Various (Eff. 07-01-2016) 
MIn Mid Max C Y B Y 

0.0 2.0 
BY+1 BY+2 

2.0 2.0 
BY+3 BY+4 

2.0 2.0 

Total Positions 0.0 2.0 2.0 2.0 2.0 2.0 

Salaries and Wages C Y B Y BY+1 BY+2 BY+3 BY+4 

VROO-Various (Eff. 07-01-2016) 0 103 103 103 103 103 

Total Salaries and Wages $0 $103 $103 $103 $103 $103 

Staff Benefits 
5150900 Staff Benefits - Other 0 54 54 54 54 54 

Total Staff Benefits $0 $54 $54 $54 $54 $54 
$0 $157 $157 $157 $157 $157 



Analysis of Problem 

A. Budget Request Summary 

The Department of General Services (DGS) Office cf Risk and Insurance Management (GRIM) is 
requesting a permanent augmentation cf $231,000 in Service Revolving Fund expenditure authority 
and two permanent positions to provide the necessary support to sustain and expand the Equipment 
Maintenance Management Insurance Program (EMMP). DGS is a fee-for-service entity. The costs for 
the two positions will be recovered through rates set for services provided to client departments. 

The Budget Act of 2014 included Service Revolving Fund expenditure authority to fund two positions on 
a two-year limited-term basis to expand the EMMP and help the State of California achieve additional 
savings. The limited-term expenditure authority and two positions will expire on June 30, 2016. In order 
to maintain current service levels and continue to expand EMMP to other departments interested in 
participating, DGS is proposing to permanently establish the positions. 

Program sustainability and growth is contingent upon the ability to permanently augment resources. 
Without these resources, program sustainability and expansion are not possible and no additional state 
savings will be achieved. 

B. Background/History 

Many businesses, including most state agencies, purchase equipment maintenance service contracts 
to cover repair and maintenance costs for equipment once that equipment extends beyond a 
manufacturer's warranty period. These contracts can be costly. 

In 2010, DGS, which is responsible for the procurement of insurance for state agencies (Government 
Codel 1007.7), piloted an insurance program designed to replace expensive equipment maintenance 
service contracts. EMMP replaces an organization's multiple service contracts with a comprehensive 
program that consolidates the cost of equipment maintenance and repair. Once the existing warranty 
expires, the equipment is eligible for enrollment in the EMMP program. EMMP guarantees the 
insurance premium paid by an organization will be no more than 75 percent of what it previously paid in 
maintenance service contracts, resulting in ongoing savings of 25 percent for each participant. 

Although the exact amount of money California is spending on equipment maintenance service 
contracts is unknown, a study from Alabama determined that the State of Alabama was spending $429 
per employee on EMMP eligible equipment. Using a more conservative figure of $400 per employee 
multiplied by the state's approximately 218,000 non-university positions, DGS estimates that California 
is spending close to $87 million on equipment maintenance service contracts. Consequently, if EMMP 
is implemented statewide, the state could reduce its costs from the estimated $87 million currently paid 
annually in equipment maintenance service contracts to $65 million for EMMP, resulting in $22 million 
in annual savings. 

The Budget Act of 2014 included Service Revolving Fund expenditure authority to fund two positions on 
a two-year limited-term basis to expand the program and help the State of California achieve additional 
savings. The addition of two limited-term positions has allowed the expansion of the EMMP. DGS is 
requesting to permanently establish the two positions to maintain current service levels, expand the 
program, and help the State of California achieve additional savings. 

0. State Level Considerations 

The EMMP produces measurable cost savings and several administrative efficiencies. EMMP 
guarantees the insurance premium paid by an organization will only be 75 percent of what it previously 
paid in maintenance service contracts. Participating departments are guaranteed to save at least 25 
percent of what they had spent on prior equipment maintenance service contracts. 

In addition to the premium savings, EMMP provides several other benefits to participating departments. 
Prior to program enrollment, equipment is reviewed for insurability and cost benefits. The EMMP not 
only covers repairs, but covers maintenance which extends the equipment's useful life. If it is 
determined that replacing an item is more cost effective than repair, departments are notified. It 
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Analysis of Problem 

eliminates the need for each agency to prepare individual service orders for equipment repair, 
centralizes tracking for all insured equipment, provides the ability to request service maintenance either 
on line or via a toll free number, eliminates duplicate contracts, and provides better access to vendors 
in remote areas. Regardless of the number of repairs made to a piece of equipment, participating 
departments pay only one premium per year. Departments no longer make multiple payments to 
vendors each time service is performed. Service invoices are sent directly to the insurance provider for 
payment. Service is never interrupted during a budget impasse. Finally, small business participation is 
currently 64 percent of dollars spent for service events performed for the state; therefore, participation 
in this program may help departments achieve their small business goals. 

D. Justification 

Since the inception of the EMMP, DGS has directed its marketing efforts towards departments to 
discuss the benefits of enrolling in the program. Any department that purchases service or 
maintenance agreements is eligible to participate. On all equipment added to the EMMP, DGS takes 
inventory of the departments current service agreements along with a list of potential equipment to be 
enrolled. The insurance provider reviews the service agreements to determine the feasibility of 
coverage and provides a quote and detail of coverage to DGS. 

As of June 30, 2013, there were 13 departments participating in EMMP with more than 16,000 pieces 
of equipment covered by the program. With the addition of the two limited term positions in fiscal year 
2014-15, the program has expanded to include 28 departments with more than 30,000 pieces of 
equipment covered by the program. The charts below show the annual savings realized for each 
department for fiscal year 2014-15. 
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EMMP Cost vs. Original Contract Cost Under $100,000 

$90,000 

$80,000 

$70,000 

$60,000 

$50,000 

$40,000 

$30,000 

$20,000 

$10,000 

I Original Annual Cost 

I EMMP Annual Cost 

GOA 

$243 

$182 

DOF 

$1,337 

$1,003 

Go-BIz 

$2,467 

$1,850 

FGC 

$2,475 

$1,856 

DOE 

$5,000 

$3,750 

DHCS 

$6,760 

$5,070 

DOC 

$7,943 

$5,957 

OSPD 

$8,040 

$6,030 
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$8,990 $14,512 $16,038 $18,240 $25,964 $34,417 $56,860 $66,685 $66,856 $67,335 $92,102 $96,673 

$6,743 $10,884 $12,029 $13,680 $19,473 $25,812 $42,645 $50,014 $50,142 $50,501 $69,076 $72,505 

2 



Analysis of Problem 
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CalVet CalEPA CDFW OOJ DGS CDPH CDT CDCR 

! • Original Annual Cost $101,690 $116,433 $257,764 $350,035 $412,364 $494,371 $1,031,043 $10,136,567 

• EMMP Annual Cost $76,268 $87,325 $193,323 $262,527 $309,273 $370,778 $773,283 $7,602,425 

EMMP has continued to grow since its inception. This growth is due to an increase in state 
department participation. The chart below, which depicts the original contract cost and the 
Insurance premium paid for EMMP, shows this steady growth. The difference between the original 
contract cost and annual premium for EMMP represents savings to the state. 

EMMP Growth 6/30/2011 - 6/30/2015 
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Since the program's inception, the state's annual savings has risen from $261,280 in FY 2010-11 to 
$3,374,801 in June 2014, for a total savings of $9,836,692 to date. 
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Analysis of Problem 

E. Outcomes and Accountability 

Based on the time allocated to the administration of the EMMP, it is estimated that the two positions 
can effectively maintain the programs current service levels and support some expansion of the 
program; however, growth will be strategic. The requested two positions will continue to perform -
workload associated with EMMP which includes: marketing, contract review, enrolling, policy servicing, 
and program administration (Attachment A). 

F. Analysis of All Feasible Alternatives ^ — -

Alternative 1: Approve this request for a permanent increase in expenditure authority of $231,000 
Service Revolving Fund in fiscal year 2016-17 and to permanently establish two Assistant Risk Analyst 
positions to provide the necessary support to sustain and expand the EMMP. 

Pros: 

• Allows DGS to maintain current service levels and achieve additional cost savings to the state. 

• Eliminates the need for agencies to prepare individual service orders for repairs. 

• Provides better access to vendors in remote locations. 

• Centralizes tracking for all insured equipment. 

• Eliminates the potential for duplicate contracts. 

• Simplifies the payment process. 

Cons: 

• This will require an increase to state expenditure authority and an increase in positions. 

Alternative 2: Do not approve this request for additional positions and expenditure authority. 

Pros: 

• This will not require additional resources. 

Cons: 

• EMMP will not be able to sustain current services or additional services to interested agencies. 

• Agencies will not recognize additional savings and efficiencies. 

• Staff has already been redirected from other job functions to implement this program which has 
caused hardship in meeting workload demands. Current workload demands do not allow GRIM 
to redirect existing staff; this is not a viable option. 

G. Implementation Plan 

DGS has established two limited-term positions dedicated to EMMP. Upon approval of this request, 
DGS will permanently fill the positions effective July 1, 2016. 

H. Supplemental Information 

None. 
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Analysis of Problem 

I. Recommendation 

Approve Alternative 1: Approve this request for a permanent increase in expenditure authority of 
$231,000 Service Revolving Fund in fiscal year 2016-17 and two permanent Assistant Risk Analyst 
positions to provide the necessary support to sustain and expand the EMMP. 
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